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President’s Letter 



TO THE SHAREHOLDERS OF 
FRANKLIN STORES CORPORATION: 


SALES CONTINUE 
TO RISE 


EARNINGS EXCEED 
ONE MILLION 


PAID CASH PLUS 
STOCK DIVIDEND 


STRONG FINANCIAL 
CONDITION 


Franklin Stores' operations for the fiscal year ended June 30, 1959, showed 
substantial growth, characterized by a year of progress resulting from the real¬ 
ization of an aggressive expansion program. The financial and operating statis¬ 
tics contained in this report form a comparison of the results achieved with 
those of prior years and include other information of interest to the stock¬ 
holders. 

Consolidated net sales of the Company for the fiscal year ended June 30, 
1959, were the greatest in our history, reaching a record high of $43,405,603.23, 
compared with sales of $39,580,346.68, in the preceding fiscal year, represent¬ 
ing an increase of $3,825,256.55, or 9.66 per cent. Contributing to this gain 
were sales by new units opened during the year and increased sales in existing 
locations through enlargement and modernization, plus resulting gains from an 
extensive promotion program. 

The net earnings for the fiscal year ended June 30, 1959, improved consid¬ 
erably and exceeded those of any of the past five years. After provision for 
Federal Income Taxes, earnings rose to $1,047,076.34, compared with $900,- 
853.85, reported for the previous fiscal year, showing an increase of $146,222.49, 
or 16.23 per cent. The per share earnings amounted to $1.32 on 793,426 shares, 
a larger number of shares outstanding than at the close of the preceding fiscal 
year, when $1.21 per share was earned on 746,813 shares then outstanding. By 
giving effect to the increased capitalization due to the payment of a five per 
cent stock dividend, the per share earnings for the 1958 fiscal year would have 
been $1.15. 

Regular quarterly cash dividends of 20 cents per share were paid during the 
past fiscal year, or at an annual rate of 80 cents per share. In addition, a five 
per cent stock dividend was declared to holders of record on April 14, 1959, pay¬ 
able to stockholders on May 4, 1959. This brought the number of shares out¬ 
standing to 793,426, and represented the second five per cent stock dividend 
since our stock was offered to the public in 1944. 

During the year the financial condition of the Company continued to be 
strong. The long term insurance company loan was further lowered by a pay¬ 
ment of $236,110.00, and is now reduced to $1,416,673.00, from original bor¬ 
rowings of $3,000,000.00. 
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WORKING CAPITAL 
INCREASES 


The net worth of the Company, as shown by the Balance Sheet, is $12,823,- 
959.20, which reflects a book value of $16.16 for each of the 793,426 shares of 
common stock outstanding. It should be noted that this book value is based on 
a greater number of shares outstanding than at the end of the preceding fiscal 
year, due to the distribution of the five per cent stock dividend which increased 
the number of shares by 38,662. 

The continuing expansion of our business makes it necessary to carry larger 
inventories and customers' accounts receivable. It is significant to note that we 
are meeting this requirement chiefly out of retained earnings rather than 
through equity financing. None of our properties, which include the New York 
Office and warehouse building, are presently mortgaged, nor are there any 
bonds or preferred stocks ahead of the common stock. 

Working capital at the year end amounted to $7,389,192.36, and showed an 
increase of $448,785.66, over the working capital at the beginning of the year. 
A comparative summary of the working capital as at June 30th is shown below: 


June 30,1959 J une 30,1958 


Cash & U. S. Government Securities.$ 3,104.706. 

Accounts and Notes Receivable. 2,636,937. 

Merchandise Inventory . 5,750,065. 

Total Current Assets.$11,491,708. 

Current Liabilities. 4,102 ,515 . 

Working Capital . $ 7,389,193. 


$ 3,121,381. 
2,470,533. 
4,634,997. 
$10,226,911. 

3,286,504. 
$ 6,940,407. 


The details of the increase and changes in working capital during the past year is sum¬ 
marized as follows: 


SOURCE OF FUNDS 


Net Income tor Year.$1,047,076. 

Depreciation and Amortization. 819,326. 

Reserves Set Aside. 52,718. 

Proceeds from Treasury Stock. 97,359. 

Decrease in Deferred Charges. 19,905. 

$2,036,384. 


APPLICATION OF FUNDS 


Capital Expenditures .$ 697,415. 

Cash Dividends Paid. 611,097. 

Reduction in Long Term Debt. 236,110. 

Increase in Long lerm Receivables. 42,976. 

Increase in Working Capital. 448,786. 

$2,036,384. 



















































































EXPANSION 

PROGRAM 


Throughout the past fiscal year, the Company carried on an active expan¬ 
sion program, with capital expenditures continuing at a fairly high rate. 
Although $697,415.17 was spent for new units, and additions, improvements 
and enlargements of existing units, the figure was, nevertheless, lower by $121,- 
910.43, than the depreciation and amortization expense of $819,325.60, com¬ 
puted for the year. 


We have opened 7 new stores during the past year, mostly in newly devel- 
GROWTH oped territories and shopping centers, and closed 3 unprofitable units. This 
resulted in a net increase of 4 stores since the end of the last fiscal year, bring¬ 
ing the total number of units in operation as at June 30, 1959 to 178. An exten¬ 
sive plan of expansion is contemplated in the coming fiscal year, with the 
expectation of opening approximately 15 new stores. This will add substantially 
to our sales volume, which, it is hoped, will go over the $46,000,000 level pro¬ 
jected for the coming fiscal year. In line with our expansion, the two small 
buildings, recently acquired adjacent to our warehouse, are presently being 
demolished. Additional facilities will be constructed in order to expedite our 
shipping and distribution, and also to enlarge our storage space. 

We are presently engaged in an intensified effort to conduct our business in 
GENERAL a gradually improving manner, in the face of inflationary effects arising from 
increased costs of doing business. Our objective is to constantly improve the 
merchandise value offered to our customers. We feel that these efforts will 
prove as successful as in the past because of the capabilities of the large group 
of dedicated employees in our organization. The outlook for the retail business 
continues to be promising and we, therefore, see no reason to alter our optimis¬ 
tic forecasts as set forth in our last annual report. The improved national econ¬ 
omy will enable us to maintain a leading position in our field. 


The directors and management fully recognize and greatly appreciate the 
resourcefulness and loyalty of our employees. We wish to express our thanks to 
our many stockholders, customers, and suppliers for their continued support in 
helping us build a stronger and more profitable company. With such support, 
we look forward to the future with great optimism. 


Respectfully submitted, 

QMzd 

President 

New York, New York 
August 31, 1959 




























STORES CORPORATION and Subsidiary Companies 



Consolidated Balance Sheet, 




ASSETS 

1959 

1958 

CURRENT ASSETS: 



Cash on Hand and in Banks 

$ 1,108,276.65 

$ 1,125,374.96 

United States Government Securities 

1,996,429.54 

1,996,006.30 

Will Call Accounts Receivable 

1,230,711.74 

1,111,189.26 

Notes and Mortgages — Due Within One 



Year 

35,243.81 

20,816.54 

Other Accounts Receivable: 



Customers'Charge Accounts 

$ 1,038,437.76 

$ 1,071,609.96 

Sundry Other Receivables 

443,387.59 

381,078.01 


$ 1,481,825.35 

$ 1,452,687.97 

Less: Reserve for Doubtful Accounts 

110,843.80 1,370,981.55 

114,160.99 1,338,526.98 

Merchandise Inventories — at the lower of 



Cost or Market 

5,656,381.70 

4,571,038.42 

Merchandise in Transit 

93.682.65 

63,958.45 

TOTAL CURRENT ASSETS 

$11,491,707.64 

$10,226,910.91 

OTHER ASSETS 



Notes and Mortgages Receivable 

$ 234,371.43 

$ 176,968.10 

Less: Current Installments Shown Above 

35,243.81 199,127.62 

20,816.54 156,151.56 

Deposits with Public Utilities and Others 

9,362.05 

9,187.05 

FIXED ASSETS: 



Land and Buildings — At Cost 

$ 2,417,868.08 

$ 2,410,740.35 

Less: Reserve for Depreciation of Build¬ 



ings 

490,240.29 1,927,627.79 

435,078.32 1,975,662.03 

Leasehold Improvements, Air Conditioning, 



Furniture, Fixtures, Equipment, etc. 

$ 7,924,666.40 

$ 7,993,641.73 

Less: Reserve for Depreciation and 



Amortization . 

3,365,799.90 4,558,866.50 

3,368,457.08 4,625,184.65 

Construction Advances 

28,261.89 

35,819.93 

DEFERRED CHARGES: 



Unexpired Insurance 

$ 65,423.43 

$ 91,799.74 

Prepaid Rent.. 

218,986.08 

221,460.96 

Prepaid Expenses 

9,447.34 

5,476.31 

Cash Surrender Value — Life Insurance 



Policies 

10,600.00 304,456.85 

5,800.00 324,537.01 

EXCESS IN CONSOLIDATION: 



Excess of cost of investment in subsidiaries 



over the book value of their net assets at 



date of acquisition 

$ 319,348.12 

$ 319,348.12 

Less: Reserve for Amortization 

114,050.69 205,297.43 

106,751.45 212,596.67 


$18,724,707.77 

$17,566,049.81 


See Notes to Financial Statements which are an integral part hereof. 
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June 30, 1959 and 1958 



LIABILITIES 

CURRENT LIABILITIES: 

Accounts Payable — Merchandise 
Accounts Payable — Expenses 
Notes Payable — Due Within One Year 
Federal Income Taxes Payable 
Accrued Liabilities: 

Wages, Salaries and Commissions 
Taxes, Other than Federal Taxes on 

Income . 

Rents and Other Items 

Other Current Liabilities: 

Due to Department Lessees 
Deposits and Refunds Due Customers 
Sundry Other Liabilities 

TOTAL CURRENT LIABILITIES 

LONG TERM DEBT: 

Notes Payable . 

Less: Current Installments Shown Above 

RESERVES: 

Reserves for Unrealized Profit on Will Call 

Balances . 

Reserve for Contingencies 

CAPITAL STOCK AND SURPLUS: 

Common Stock—Par Value $1.00 per Share: 
Authorized 1,000,000 Shares 

Issued 822,848 Shares 

Less: Stock Held in 

Treasury (1958-37,373) 29,422 Shares 

Outstanding 793,426 Shares 

Capital Surplus 
Earned Surplus 




1959 


$ 2,362,182.84 
219,241.01 
236,110.00 
645,048.62 

$ 260,672.88 


204,097.41 

105,518.48 

570,288.77 

$ 15,613.15 

52,210.05 
1,820.84 

69,644.04 

$ 4,102,515.28 

$ 1,416,673.00 
236,110.00 

1,180,563.00 

$ 467,670.29 

150,000.00 

617,670.29 

$ 822,848.00 


29,422.00 
$ 793,426.00 

1,893,149.69 
10,137,383.51 

12,823,959.20 

$18,724,707.77 


1958 


$ 1,863,847.27 
171,412.78 
236,110.00 
517,563.76 


$ 164,146.18 

169,085.32 

84,414.64 

$ 12,231.91 

63,991.88 
3,700.47 


$ 1,652,783.00 
236,110.00 


417,646.14 


79,924.26 
$ 3,286,504.21 


1,416,673.00 


$ 422,251.92 

150,000.00 


572,251.92 


$ 784,186.00 


37,373.00 
$ 746,813.00 

1,262,473.26 
10,281,334.42 


12,290,620.68 

$17,566,049.81 


See Notes to Financial Statements which are an integral part hereof. 






































STORES CORPORATION 



Statement of Consolidated Income 



For the Years Ended June 30, 

1959 

1958 

NET SALES. 

$43,405,603.23 

$39,580,346.68 

Cost of Goods Sold, Selling, General and Administrative Expenses 

40,812,840.63 

37,240,268.80 

Operating Profit — Before Depreciation and Amortization 

$ 2,592,762.60 

$ 2,340,077.88 

Depreciation and Amortization of Leasehold Improvements, Build¬ 
ings, Furniture, Fixtures, Equipment and Air Conditioning, etc. 

819,325.60 

796,035.41 

Net Operating Profit. 

$ 1,773,437.00 

$ 1,544,042.47 

Gain on Capital Assets 

$ 7,782.68 

$ 2,204.26 

Interest and Miscellaneous Income . 

182,245.53 

171,329.03 


$ 190,028.21 

$ 173,633.29 

TOTAL INCOME 

$ 1,963,465.21 

$ 1,717,575.76 

INCOME DEDUCTIONS: 



Interest . 

$ 81,441.41 

$ 90,601.74 

Loss on Sale of Capital Assets 

2,495.42 

12,426.94 

Provision for Bad Debts and Other Items 

132,219.58 

167,837.21 

Total Income Deductions 

$ 216,156.41 

$ 270,865.89 

Net Income — Before Federal Taxes and Reserves 

$ 1,747,308.80 

$ 1,446,709.87 

Federal Income Taxes 

692,933.22 

538,556.78 

Net Income — After Federal Income Taxes 

$ 1,054,375.58 

$ 908,153.09 

Reserve for Amortization of Excess Cost of Investment in 

Subsidiaries . 

7,299.24 

7,299.24 

NET INCOME TRANSFERRED TO SURPLUS 

$ 1,047,076.34 

$ 900,853.85 


See Notes to Financial Statements which are an integral part hereof. 




















































STORES CORPORATION 


Statements of Consolidated Surplus 


I- 

t For the Years Ended June 30, 

1959 

1958 

EARNED SURPLUS: 

Balance — At Beginning of the Year 

$10,281,334.42 

$ 9,981,699.17 

Add: 

Net Income for the Fiscal Year Ending June 30 

1,047,076.34 

900,853.85 

Total 

$11,328,410.76 

$10,882,553.02 

Deduct: 

Cash Dividends Paid 

$ 611,097.25 

$ 601,218.60 

Value of 38,662 Shares —5% Stock Dividend 

579,930.00 

— 

Total Dividends 

$ 1,191,027.25 

$ 601,218.60 

Balance — At End of the Year 

$10,137,383.51 

$10,281,334.42 

CAPITAL SURPLUS: 



Balance — At Beginning of the Year 

Add: 

$ 1,262,473.26 

$ 1,367,632.27 

Excess over Par Value of 38,662 Shares of Common Stock 

541,268.00 


Issued as a 5% Stock Dividend 

— 

Par Value of Stock Dividend on Treasury Stock 

Excess of Cost of Shares of Common Stock issued to em¬ 

1,295.00 

134,123.50 

— 

ployees and others from Treasury, in lieu of cash 

76,214.50 

Total 

$ 1,939,159.76 

$ 1,443,846.77 

Deduct: 



Excess of Cost of shares of Common Stock acquired for 



Treasury over Par Value thereof 

46,010.07 

181,373.51 

Balance — At End of the Year 

$ 1,893,149.69 

$ 1,262,473.26 






NOTES TO FINANCIAL STATEMENTS 


1. INCOME TAXES 

The Federal Income Tax Returns of the Company have been 
examined by the United States Treasury Department up to 
and including the returns for the fiscal year ended June 30, 
1957. Additional taxes claimed by the Treasury Department 
as a result of such examinations have been paid or accrued. 
The Federal Income Tax Returns for the fiscal years ended 
June 30, 1958 and June 30, 1959, are subject to final determina¬ 
tion by the Treasury Department. 

2. LONG TERM LOAN 

Under the provisions of the twelve year 3%% long-term loan 
agreement with the Insurance Company, dated December 1, 
1952, the aggregate amount of cash dividends declared on 
common stock and payments made in purchasing shares of 
the Company’s own stock, may not exceed 100% of the con¬ 
solidated net earnings accrued subsequent to June 30, 1951, 
plus the sum of $600,000.00. The consolidated earned surplus 
as of June 30, 1959, not subject to this restriction amounted 


to $3,835,566.25. The agreement further provides that the Com¬ 
pany shall maintain a consolidated net working capital of not 
less than the greater of either 150% of the principal amount 
of the notes outstanding and unpaid, or $3,000,000.00, and also 
that the consolidated net fixed assets may not exceed 70% of 
the consolidated net worth. 


3. COMMITMENTS AND LEASES 

As at June 30, 1959, the minimum annual rentals under leases 
expiring after June 30, 1962, amounted to approximately 
$1,784,805.83, plus, in some instances, additional rentals based 
on a percentage of sales, or for payment of real estate taxes, 
insurance, etc. 

4. U.S. GOVERNMENT SECURITIES 

The United States Government Securities shown in the Bal¬ 
ance Sheet in the amount of $1,996,429.54, have a market value 
of $1,672,500.00, as of June 30,1959. 
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Ten Year Summary 


Fiscal Years Ended June 80, 1959 1958 1957 1956 


OPERATIONS: 

Net Sales. 

$43,405,603 

$39,580,347 

$37,519,337 

$34,321,871 



Income before Taxes. 

1,740,010 

1,439,411 

1,649,267 

1,629,161 



Income after Taxes. 

1,047,076 

900,854 

1,030,213 

1,026,569 



Dividends Paid. 

611,097 

601,219 

608,989 

604,517 



Number of Stores. 

178 

174 

167 

161 


FINANCIAL POSITION: 

Total Assets. 

. $18,724,708 

$17,566,050 

$16,780,020 

$16,512,218 



Working Capital . 

7,389,192 

6,940,407 

7,352,369 

7,338,656 



Current Ratio. 

2.80 to 1 

3.11 to 1 

3.99 to 1 

4.19 to 1 



Fixed Assets—Net . 

6,514,756 

6,636,667 

6,381,860 

6,279,733 



Net Worth. 

.. 12,823,959 

12,290,621 

12,105,797 

11,705,542 

% 

PER SHARE: 

Net Income*. 

$ 1.32 

$ 1.15 

$ 1.29 

$ 1.29 



Dividends Paid. 

.80 

.80 

.80 

.80 



Book Value. 

16.16 

16.45 

16.00 

15.47 



•Earnings per share for the fiscal years ending June 30, 1950 through June 30, 1958 were adjusted accordingly to give 
effect to the two five per cent stock dividends paid in the fiscal years ending June 30, 1953, and June 30, 1959. 


Accountants’ Report 


I. J. Skolnick 6c Co. 

Certified Public Accountants 
551 FIFTH AVENUE 
NEW YORK 17, N.Y. 


To the Board of Directors: 

FRANKLIN STORES CORPORATION: 

We have examined the consolidated balance sheet of Franklin Stores Corporation and 
its subsidiary companies as at June 30, 1959, and the statements of consolidated profit and 
loss and surplus for the fiscal year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered necessary in the 
circumstances. 


In our opinion, the accompanying consolidated balance sheet and related statements of 
consolidated profit and loss and surplus, present fairly the consolidated financial position 
of Franklin Stores Corporation and its subsidiary companies at June 30, 1959 and the 
results of their operations for the fiscal year then ended, in conformity with generally 
accepted accounting principles applied on a basis consistent with that of the preceding 
fiscal year. 


August 31, 1959 


<=J[ 
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1955 1954 1953 1952 1951 1950 


$30,327,146 

$29,373,809 

$32,266,225 

$32,193,336 

$27,377,941 

$25,807,424 

1,536,873 

1,364,791 

2,171,727 

2,181,479 

1,711,287 

1,568,905 

1,005,398 

913,649 

1,376,171 

1,366,113 

1,201,615 

1,114,951 

599,663 

605,520 

580,854 

575,802 

540,769 

505,167 

155 

156 

153 

147 

131 

117 

$15,715,438 

$15,239,056 

$15,227,181 

$14,013,059 

$13,672,015 

$11,185,221 

7,299,198 

6,955,601 

7,764,157 

6,371,224 

6,032,773 

5,553,884 

5.17 to 1 

5.81 to 1 

6.63 to 1 

4.32 to 1 

3.64 to 1 

5.64 to 1 

5,955,178 

6,299,211 

5,236,471 

5,265,703 

4,887,635 

4,073,811 

11,261,994 

10,852,460 

10,638,794 

9,799,860 

9,008,463 

8,363,380 

$ 1.28 

$ 1.16 

$ 1.72 

$ 1.71 

$ 1.51 

$ 1.40 

.80 

.80 

.80 

.80 

.75 

.70 

14.96 

14.45 

14.01 

13.63 

12.51 

11.60 



Disposition of Net Earnings during 15 years of Public Ownership 


Fiscal Year 

June 30th 

Net 

Available 

Earnings 

Taxes Paid 
Federal-State 
and Local 

Cash Dividends 

Paid to 
Stockholders 

Dividends 
Per Share 

Balance 
Retained 
in Business 

1945. 

... $ 3,847,455.31 

$ 2,826,764.32 

$ 175,001.09 

$ .25 

$ 845,689.90 

1946. 

. . . 3,013,147.37 

1,533,479.39 

528,971.45 

.75 

950,696.53 

1947. 

. . . 1,790,263.88 

718,394.44 

651,802.70 

.90 

420,066.74 

1948. 

. . . 2,147,751.09 

836,105.27 

518,016.35 

.70 

793,629.47 

1949. 

. . . 2,388,827.59 

897,803.59 

517,705.60 

.70 

973,318.40 

1950. 

. . . 1,862,181.71 

711,827.25 

505,167.80 

.70 

645,186.66 

1951. 

. . . 1,970,824.98 

769,210.08 

540,769.65 

.75 

660,845.25 

1952. 

. . . 2,480,638.64 

1,114,525.71 

575,802.20 

.80 

790,310.73 

1953. 

. . . 2,537,287.20 

1,117,498.54 

580,854.25 

.80 

838,934.41 

1954. 

. . . 1,583,935.34 

764,748.78 

605,520.80 

.80 

213,665.76 

1955. 

. . . 1,860,919.83 

851,722.27 

599,663.20 

.80 

409,534.36 

1956. 

. . . 2,086,906.02 

1,038,841.26 

604,517.00 

.80 

443,547.76 

1957. 

. . . 2,103,619.28 

1,094,375.28 

608,988.60 

.80 

400,255.40 

1958. 

. . . 1,838,997.43 

1,052,955.59 

601,218.60 

.80 

184,823.24 

1959. 

. . . 2,388,628.09 

1,244,192.32 

611,097.25 

.80 

533,338.52 

TOTAL. 

. . . .$33,901,383,76 

$16,572,444.09 

$8,225,096.54 

$11.15 

$9,103,843.13 













































Franklin Stores Corp. 

Executive Office 


320 West 81st Street 
New York 1, N.Y. 









